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the special skill of the officer in question. The Texas statute, however, goes 
much further than this and provides that the corporation may be named bene- 
ficiary in a policy on the life of any stockholder. The death of a shareholder 
who does not participate in the management would ordinarily seem to have no 
such effect on the corporation as to furnish the basis for that "reasonable ex- 
pectancy" which constitutes insurable interest. This provision apparently per- 
mits a corporation to insure the lives of its stockholders, naming itself as bene- 
ficiary, and thus commit a series of wagering contracts, traditionally disfavored. 5 
Under ordinary circumstances this conclusion would seem irresistible, but a 
peculiar Texas doctrine with regard to insurable interest makes it possible that 
the legislature did not mean to discard the rule of public policy against wagers. 
It is almost universally held that where A takes a policy on his own life, 
naming B as beneficiary, B need not have an insurable interest." But in Texas, 
whereas B may collect from the insurer, nevertheless the heirs and representatives 
of A may set up the lack of interest in B, and recover the proceeds from him.' 
Thus the legislature, in the instant statute, may merely have intended to enable 
a stockholder or officer to insure, naming the corporation as beneficiary, with 
the assurance that such corporation would retain the proceeds for itself. It is 
submitted that it is at least questionable whether the statute intended to make 
it possible for a corporation to take out insurance itself on the lives of its share- 
holders, naming itself beneficiary. The more restricted view would adequately 
accomplish the declared purpose of the statute." 



The "Incontestable Clause" in Life Policies.— The so-called "incontestable 
clause" required to be inserted in all life policies has been amended by recent 
statutes in Illinois, Laws 1921, p. 482, 1 and in New York, Laws 1921, c. 407 (2).' 
The large number of states which now require such a clause to be inserted/ and 
the almost universal use of it by the insurance companies as an inducement to 
insure, even where not required, makes its interpretation a matter of importance. 
The ordinary wording is "the policy . . . shall be incontestable after two years 
from its date." The question has arisen whether this means that the policy is not 
contestable after two years provided the insured lives that long, or whether it 
must be held to mean that the insurer is bound to contest the policy within that 
period of time, even where the insured has died before the expiration thereof. 

In the recent case of Ramsey v. Old Colony Life Ins. Co.* arising under the 
former Illinois statute, it was held that the clause is in the nature of a short 

5 See the emphatic opinion in Life Ins. Co. v. Sturges (1877) 18 Kan. 93. 

"The reason given for these decisions is that a person has an insurable 
interest in his own life. See Insurable Interest in Life (1918) 18 Columbia Law 
Rev. 381, 396 n. 56. 

T See Goldbaum v. Blum (1891) 79 Tex. 638, 641, 15 S. W. 564; Equitable 

Life Ins. Co. v. Haslewood (1889) 75 Tex. 338, 351, 352, 12 S. W. 621; Pacific, 

etc. Ins. Co. v. Williams (1891) .79 Tex. 633, 638, 15 S. W. 478. A series of 

strong dicta state this as the Texas law. But a careful search has disclosed no 

decision squarely in point. 

"The same problem with even more extreme possibilities arises with respect 
to the further provision of the statute, permitting a religious or charitable organ- 
ization to be named beneficiary in a policy on the life of any individual what- 
soever. 

Amending 111. Stat. Ann. (J. & A. 1913) § 6513. 

'Amending N. Y. Cons. Laws (1909) c. 28, § 101. 

'B. g., Ind. Ann. Stat. (Burns 1914) § 4622a3; Mass. Rev. Laws (Supp. 
1908) p. 1200; Mich. Comp. .Laws (1915) § 9360; N. Dak. Comp. Laws (1913). 
S6635c3; Tenn. Ann. Code (Shannon 1917) §3348a8(3). 

4 (1921) 297 111. 592, 131 N. E. 108. 
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Statute of Limitations, and that, though the insured died before the expiration 
of the prescribed period of time, the death did not fix the rights of the parties, and 
any defense that the company might have was lost by failure to make contest within 
the period. Decisions on this point are few, but take this view. 5 

The recent amendments in Illinois and New York provide that the policy 
shall be incontestable after it has been in force during the lifetime of the in- 
sured for a period of two years. It is probable that the legislatures in the many 
states which require an incontestable clause meant it to have this effect in the 
first place, but the usual language of the clause certainly justifies the construc- 
tion placed upon it by the courts. An examination of the various statutes will 
show that they are really the same in all but minor details. Whether or not 
other states will make the same change cannot be foretold, though the haste with 
which Illinois and New York sought to remedy the clause after the decision in the 
Ramsey case would seem to indicate that others would follow suit* 



The Wyoming Code of Insurance and Creditors' Rights.— The Code of 
Insurance recently enacted in Wyoming, Laws 1921, pp. 218, 236, again focuses 
attention upon the effect of exemption clauses in connection with the Federal 
Bankruptcy Act as interpreted by Cohen v. Samuels. 1 The Wyoming Statute pro- 
vides that the beneficiary of a life policy shall be entitled to the proceeds against 
the creditors of the person effecting the insurance, whether such proceeds become 
due on or before the death of the insured, and even if a right to change the 
beneficiary is reserved to the insured. Exemption provisions of this type are 
also found in the statutes of many other states. 3 

It is settled that a trustee in bankruptcy is entitled to the cash surrender value 
of a life policy at the time of adjudication of bankruptcy, and gets title to the 
policy only if that- sum is not paid or secured by the bankrupt* But where the 
statutes of a state exempt the proceeds of life policies from creditors, the trustee 
in bankruptcy does not get rights under § 70aS of the Bankruptcy Act, since § 6, 
which exempts in general terms all assets exempted by the state, is controlling.* 

"Monahan v. Metropolitan Life Ins. Co. (1918) 283 111. 136, 119 N. E. 68; 
Plotner v. Northwestern Nat. Life Ins. Co. (N. Dak. 1921) 183 N. W. 1Q00, 
especially the opinion of Birdzell, /., approving the Ramsey case, supra, footnote 
4, and the M.onahan case, supra. Ebner v. Ohio St. Life Ins. Co. (1918) 69 Ind. 
App. 32, 121 N. E. 315, permitted an action by the insurer to cancel the policy, 
begun several days before the expiration of the period in the clause, and after 
the death of the insured. It is submitted that if the death were held to fix the 
rights of the parties, such action would not have been permitted, because there 
would then have been an adequate defence at law. See also Clement v. Insurance 
Co. (1898) 101 Tenn. 22, 27, 28, 46 S. W. 561; (1921) 20 Michigan Law Rev. 111. 

'It is interesting in this connection to note that the recently enacted Insur- 
ance Code in Wyoming, Laws 1921, p. 218, follows the old wording in its specifi- 
cation for an incontestable clause. But cf. Mo. Rev. Stat. (1919) § 6181, pro- 
viding substantially what the amended laws in Illinois and New York have now 
adopted, except that the period is three years instead of two. 

'(1917) 245 U. S. 50, 38 Sup. Ct. 36. 

'See, e. g., Ky. Stat. (Carroll 1915) § 655; Mass. Rev. Laws (1902) c. 118, 
§ 73; Minn. Gen. Stat. (1913) §§ 3465, 3466; N. Y. Cons. Laws (1909) c. 14, 
§ 52. 

'Federal Bankruptcy Act of 1898 § 70a5, as construed in Burlingham v. Crouse 
(1913) 228 U. S. 459, 33 Sup. Ct. 564, and in Cohen v. Samuels, supra, footnote 1. 
§ 70a5 has no application to policies having no cash surrender value. Burling- 
ham v. Crouse, supra. 

'Holden v. Stration (1905) 198 U. S. 202, 25 Sup. Ct. 656; In re Johnson 
(D. C. 1910) 176 Fed. 591 ; Pulsifer v. Hussey (1903) 97 Me. 434, 54 Atl. 1076 
(semble) . _ The decision in Cohen v. Samuels, supra, footnote 1, when read 
alone, seemingly is that all policies with a cash surrender value go to the trustee. 



